





An Auspicious Outlook. 





HE New Year dawns with fair 

promise upon the United States. 

We may well be thankful for all the 

blessings we enjoy, and have a com- 

passionate and generous _ spirit 
toward all the peoples who have suffered the 
ravages of war or are prostrate under the 
greater terrors of anarchy and disorder. The 
joy of the Christmas season has been sad- 
dened in many homes of this country, and we 
have many questions of great importance to 
deal with, but our losses and problems are 
small compared with those which distress and 
perplex the countries of Europe. 

The industrial firms and corporations of the 
country are generally in a strong situation, 
having reduced bond indebtedness and built 
up surplus accounts during the iast three years 


of activity. Business houses as a rule have . 
accumulated reserves and the credit situation, ’ 


although extended, is in good shape. The only 
unfavorable feature in the situation is the 
check which is incidental to the change from 
war conditions to peace conditions. That is 
inevitable, and the reasons are so apparent 
that the effect is minimized, Underlying this 
temporary hesitation there is abundant con- 


fidence in the fundamental elements of the sit- 


uation. The energies of the whole world for 
four years have been largely devoted to the 
war, to the neglect of normal development and 
all avoidable expenditures. The reaction from 
this must come. 
Europe show that supplies of all commodities 
are depleted and prices high. As ship-room 
becomes available there is every reason to ex- 
pect a good outflow of goods, and when the 
movement gets under way markets here will 
be stabilized and confidence in the price-level 
established. Moderate and gradual reductions 
are to be expected, and in some lines a con- 
siderable readjustment has been accomplished, 
but a return to pre-war price and wage condi- 
tions in the near future is very improbable. 


A World-Wide Situation. 





The general state of credit expansion over 
the world will sustain, and naturally cause, a 
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higher level of prices than prevailed before the 
war, and there will not be the same pressure 
to lower wages and prices in this country that 
there would be if the level was fa‘ling in other 
countries. It does not follow, of course, that 
wages and prices at the higher level will yield 
any better net results to producers and wage- 
earners than at the old level, or that the new 
level will be permanent, but business is fav- 
ored by stable conditions and with all the 
world subject to the same general influence, 
changes are likely to be gradual rather than 
abrupt. If all wages and prices in this country 
could be brought back at one stroke to the old 
level, it would doubtless be advantageous to have 
it done, but it is impossible, and if accomplished 
there is no probability that they could be held 
there with the present stock of gold in the coun- 
try and the existing state of inflation abroad. 


Industry in Russia and Germany. 


Conditions will not be very favorable to efficient 
industry on the continent of Europe for a long 
time. From the Rhine eastward disorganization 
is general, the discipline and leadership to which 
the people have been accustomed is gone, the 
industrial equipment has deteriorated, and poli- 
tics probably will be the dominant interest for 
some years to come. In Russia, under the rule 
of the Bolsheviki, business experience and man- ’ 
agerial talent have been discarded; one man is 
considered as good a business manager as an- 
other ; indeed, it is objectionable to have any one 
man exercise more authority than another; every- 
thing is supposed to be managed by committees 
and by popular yote. Just how seriously. Ger- 
many is infected with these ideas remaimis to be 
seen, - The signs indicate that they are prevalent 
and will affect German industry for some time. 
The present government is the moderate wing of 
the Scciaust party, and it strongly urges that the 
only salvation for Germany is in hard work and 
close economy, but admits that for the present 
the -organization is badly demoralized. Ger- 
many has been the most aggressive country in 
world trade in recent years, but this will not be 
true to the same extent in the future. Even if 

‘other conditions were not unfavorable, the cen- 
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tralized organization is gone, and the republic 
will not give the paternal favors to large interests. 


British Industry. 


In England the situation is very different, but 
wage advances on a large scale are still going on, 
with the expectation that they will be main- 
tained. Announcement has been made that the 
railways, which have been operated by the gov- 
ernment as a war measure, will be taken over 
permanently, and since the armistice was signed 
the basic eight-hour day has been granted to all 
the employes. The London Times states that it 
is understood that overtime will be at the rate of 
time and one-quarter. Including this action the 
wage scale of the railways has been more than 
doubled since the beginning of the war. A great 
strike, affecting 200,000 operatives, is now on at 
Lancashire in the cotton industry, the weavers 
asking an advance of fifty per cent., and the 
spinners of forty per cent. Many of the unions 
are asking for a shorter work-day, in some in- 
stances eight hours for five days and four hours 
on Saturday, while one of the most important 
organizations, that of the ‘Engineers’ trades,” 
which includes machinists, has declared for a 
forty-six hour week. 


The Government is pledged to the labor or- 
ganizations to restore all of the union rules and 
restrictions which were waived in the interest of 
increased production during the war, but is seek- 
ing an agreement under which the wage-earners 
will obtain higher wages and better working con- 
ditions, but continue the war-time efficiency in 
production. The labor leaders declare in favor 
of this arranzement, and it is hoped that pro- 
duction costs will not be increaccd, and eventu- 
ally may be even lowered, but the effect will 
probably be to put production costs in England 
and the United States more nearly on the same 
level than they have been in the past. 

Despite the recommendations of the Cunliffe 
Committee, referred to last month, that in order 
to obtain effective control over the foreign ex- 
changes further credit expansion must he vigor- 
ously opposed, the Bank of England, in order 
to encourage subscriptions to the Treasury bond 
offerings, has announced that the Bank will lend 
freely for commercial purposes upon the bonds. 

All of these signs support the view that wages 
and prices the world over are not going to de- 
cline speedily to the pre-war state. 


The Fate of Germany. 





Although a state of great confusion exists in 
Germany, and the authority of the moderate So- 
cialists who are in control is challenged by the 
radicals, the indications are that the latter will 
be a small 7 in the National Assembly 
soon to be elected. Their eagerness to seize 
control of the government before the election and 
to dominate by armed force, after the manner 
of the Bolsheviki, shows that as in the case of 


the latter there is no confidence that the people 
will support the extreme program. 

After the restoration of internal order the 
most serious question confronting Germany is 
that of the indemnities which it will be re- 
quired to pay. No doubt it will be called upon 
to pay for private and public property de- 
stroyed in Belgium, France and Italy, and for 
merchant ships and cargoes, and the lives of 
passengers and seamen lost through submarine 
warfare in violation of the recognized rules of 
war. Serbia, Greece and Roumania also will 
presumably present similar claims against 
Germany and her allies. It is needless to say 
that the total of these will be a very large bill 
and when the armistice was under discussion 
this seemed to be as far as the demands were 
likely to go. There is nothing in the 14 articles 
of President Wilson’s address to the Congress, 
which were referred to in the correspondence 
preliminary to the armistice as the general basis 
of peace, about indemnities to cover or apply 
upon the expenditures of the Allied countries in 
the war. It is true that the armistice itself is 
practically an unconditional surrender, and that 
except as the 14 articles were publicly approved 
by the responsible statesmen of the Allied gov- 
ernments as embodying substantially their views, 
they are not binding, but we refer to them as 
evidence that claims for the indemnification of 
the governments for war expenditures have not 
the same standing as claims for reparation for 
wrongs done to civilians or the destruction of 
property used for civic purposes. There were 
we believe no official declarations prior to the 
armistice which specifically called for the re- 
imbursement of governmental expenditures. 

Since the armistice went into effect, how- 
ever, an election campaign has been held in 
England, which was enough like an election 
campaign in the United States to be easily 
recognized, and it has developed that the idea 
of making Germany pay the cost of the war, 
or at least pay to the utmost of her ability, 
is very popular. As a result the proposal has 
come to the front as the leading feature of the 
settlement. 

Position of Lloyd George. 

The Prime Minister of England, David 
Lloyd George, has a host of admirers in the 
United States, and we are among them. He 
has made a great record for dauntless leader- 
ship in the war and his prestige is greater than 
that of any other man in England in this critical 
time. In his formal announcement to the voters 
in the campaign he stated that a Committee had 
been appointed to carefully calculate how much 
of an indemnity Germany would be able to pay. 
He has not announced any final conclusion, but 
his speeches seem to imply that the require- 
ments will be very heavy. In one of them he 
lays down the doctrine in the following lan- 
guage, which we take from a verbatim report: 
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Now I come to the second question I mean to talk about, 
and that is tne question of indemnity. (Cheers.) Who is to 
foot the bill? (A_voice—“Germany.”) I am again going to 
talk to you quite frankly about this. By the jurisprudence of 
every civilized country in the world, in any lawsuit the loser 
pays. It_ is not a question of vengeance, it is a question of 
justice. It means that the judge and the court have decided 
that one party is in the wrong. He has challenged judgment. 
By the law of every civilized country in the world the party 
wits is guilty of the wrong pays the costs. (Cheers.) There 
is absolutely no doubt about the principle. What we hope for 
in future is that in dealings between nations the same principle 
shall be established as in dealings between individuals—the same 
principles of right and wrong. If you do that, it is inevitable 
that the nation that does the wrong and challenges a lawsuit 
to determine it must pay the costs. (Cheers.) (A voice—‘‘In 
full.’”) Mr. Lloyd George: I am coming to that. Certainly in 
full, if they have got it. But, if you do not mind, listen to 
what I have got to say to you right through to the end. 


He estimated the total bill of governmental 
expenditures at $120,000,000,000 and although 
he did not give it in detail, he apparently used 
a calculation which included the expenditures 
of the United States at $18,000,000,000. This 
is less than the total expenditures of this coun- 
try will be, but until it was published no pub- 
lic suggestion had ever been made that the 
United States would expect to be reimbursed 
for these expenditures. Now that the sugges- 
tion has been made, probably there will be 
plenty to second it. We cannot, however, 
fail to remember that we have been proclaim- 
ing the virtue of not expecting any financial 
gain from the war. If we take all we can get 
from the bankrupt, how can the world ever be 
sure that we would not have taken more if 
we could have had it? 


Of course it is out of the question to collect 
an indemnity of $120,000,000,000 from Ger- 
many, and Lloyd George admitted that. He 
said : 


Before the war it was estimated that the wealth of Germany 
was between $75,000,000,000 and $100,000,000,000. That is the 
figure that was given as an estimate. The bill is $120,000,- 
000,000, so that if that estimate was correct—that is, our esti- 
mate before the war—it is quite clear that, even if you take 
the whole of the wealth away—and you cannot do that, be- 
cause there are 70,000,000 people who have got to work in 
order to make that wealth available—there would not be enough. 
* * * You must remember that 5 per cent. on $120,000,000,- 
000 would be $6,000,000,000._ I want you to bear these facts 
in mind as the reason why I have always said we will exact 
the last penny we can out of Germany up to the limit of her 
capacity, but I am not going to misle. the public on the 
question of the capacity. 


He added, however, that the Committee 
which had been studying the subject had come 
to the conclusion that the wealth of Germany 
had been underestimated in the past, and that 
her capacity to pay was greater than had been 
previously supposed. He summarized his po- 
sition as follows: 


Let me summarize. First, as far as justice is concerned, 
we have an absolute right to demand the whole cost of the 
war from Germany. The second point is that we propose to 
demand the whole cost of the war. (Cheers.) The third point 
is that when you come to the exacting of it you must exact 
it in such a way that it does not do more harm to the country 
that receives it than to the country which is paying it. The 
fourth point is that the Committee appointed by the British 
Cabinet believe that it can be done. The fifth point is that 
the Allies, who dre in exactly the same boat as we are, be- 
cause ony have also got a claim to great indemnities, are ex- 
amining the proposal in conjunction with us. When the report 
comes it will be presented to the Peace Conference, which will 
put our demands together, and whatever they are, they must 
come in front of the German war debt. (Cheers.) You may 
depend upon it that the first consideration in the minds of 
the Allies will be the interests of the people upon whom Ger- 
many has made war, and not the interests of the German people 
who have been guilty of this crime against humanity. 


A Different View. 


Mr. G. N. Barnes, a member of Parliament 
from Glasgow for the Labor Party, who has 
been a member of the Coalition Cabinet, took a 
more moderate view than his Chief, as indi- 
cated in his speeches, one of which is reported 
in the London Times, as follows: 


There were certain people fond of formulas, such as “No 
indemnities” and “No annexations.” He was not disposed to 
exact large indemnities, because he did not believe they would 
ever get them. He believed that if the Germans were fined 
for causing the war, as they did, the sum exacted from Ger- 
many would be such that the Germans would never be able 
to pay it for three or four generations; and possibly we might 
do ourselves harm. But he did favor exacting reparation for 
all the acts done by Germany during the past four years in 
contravention of international law and usage and against the 
dictates of humanity. He did not mean only the Kaiser, but 
the German i It was one of the most ghastly things of 
the war, and proved up to the hilt, that the atrocities com- 
mitted by the submarines, by aerial attacks on defenceless 
towns, as well as the putting down of hospital ships, had been 
condoned, and sometimes applauded by the German people. 
They would, therefore, deal not only with the Kaiser caste, 
according to their deserts, he were sent to the Peace Con- 
ference he would exert all his influence to exact from the 
German people ton for ton of every ship sunk by them, and 
compensation, if it could be called such for the widows and 
dependents of all men lost during the war through submarine 
warfare, and compensation for damage done to our coasts, anil 
for the sinking of hospital ships. He would exact to the utter- 
most farthing, reparation for all Germany had done against 
the ordinary rules of warfare. 


The French Indemnity. 


The war of 1870-71 between France and Ger- 
many was fought entirely in France, and the 
indemnity exacted by Germany, $1,000,000,000, 
much exceeded the total war expenditures of that 
country. Ample precedent exists, therefore, for 
heavy demands by France and her allies, but 


there are other things to be considered besides 
precedent. The French people raised the money 
for the indemnity for the most part by selling 
foreign securities which they owned. These were 
sold in London, Berlin, Amsterdam and other 
foreign markets and the credits so created were 
transferred by the French government to the 
German government. The indemnity was cleared 
up and done with in short order. French in- 
vestors replaced these securities with their own 
government issues, the transaction being similar 
to that by which the British government financed 
its purchases in the United States before this 
country entered the wai. To the extent that 
Germany possesses foreign securities which can 
be sold in international markets she would b: 
able to liquidate her obligations in this manner. 
Dr. Karl Helfferich ir. his book issued in 1913 
by the Deutsche Bank estimated Germany’s 
capital investments of all kinds abroad at 20,- 
000,000,000 marks, or about $5,000,000,000. 
The situation will be different from that un- 
der which the French indemnity was raised 
in that the French people came forward will- 
ingly to dispose of their foreign securities and 
buy their own government issues, whereas the 
German owners will do all they can to retain 
their foreign holdings, directly and indirectly. 
Finally, the difficulties of making indemnity 
payments will become much more serious as the 
sum to be covered is increased above Germany's 
foreign holdings. 





~ Some of the Difficulties, 


The question of the ability of a people to 
P°v a great indemnity, and of the effect of such 
payments not only upon themselves but upon 
the recipients and upon the trade of the world, 
is an economic question which is not well 
suited to be determined in the heat of a politi- 
cal campaign, coming at the close of a bitter 
and costly war. The passionate feeling of the 
voting public at such a time may not be a safe 
guide, but British public opinion is as formid- 
able to public men appealing for support as 
the British armies are to their enemies. There 
is ao doubt that popular sentiment in ‘Eng- 
land is for making Germany pay to the limit, 
and the Prime Minister was seeking endorse- 
ment and an extension of power. We have 
known skillful campaigners in this country 
who seemed to go the full length of agree- 
ment with popular opinion as to what ought to 
be done “if practicable,” but were able to keep 
themselves sufficiently free from definite com- 
mitments to be very practical at last in the 
management of the business. Lloyd George in 
his speech proceeded to suggest some difficul- 
ties which he could see would have to be en- 
countered in attempting to collect an indem- 
nity over a long period of years. He said: 


There are only two conditions which, if I were responsible, 
I should make, and here the Committee agree with me. There 
must not be an army of occupation, a large army of occupation, 
kept in Germany indefinitely in order to hold the country 
down, (Hear, hear.) That simply means keeping hundreds of 
thousands of young men from this country occupying Germany, 
maybe for a generation, maybe for more, withdrawing them 
from industry, whilst at the same time you would have to keep 
an Army in order to maintain your Empire. That would be 
bad business. Besides, it would simply provoke fresh conflict, 
fresh wars, and instead of coming to an end of war we should 
be simply manufacturing fresh wars. 

The second condition which the Government would make, 
and which the Committee agree with, is that the interest on the 
money must not be paid by dumping ’ sweated goods in this coun- 
try (cheers), and you must remember, if the $6,000,000,000 had 
to be paid in sweated goods it 
be far more than anything we Rave ever experiencd. I should 
say the balance of trade between Germany and this country be- 
fore the war was hardly $100,000,000 or $150,000,900. If you 
had to take hundreds of millions sterling of goods from Germany, 
whether it were coal, or ships, or cotton, or what not, well, then 
greater injury would be inflicted upon the industries of this 
country than anything you could possibly hope to gain by 
merely exacting an indemnity. 


The second paragraph opens up an economic 
question of great complexity and importance, 
about which much more might be said. After 
allowing for the property-holdings which her 
citizens now have in foreign countries, the 
only way Germany can pay an indemnity is in 
goods, and for a large indemnity the payments 
would have to run over a long period of years. 
Her people would have to produce and ex- 
port, and turn the foreign credits thus credited 
over to apply on the obligations. Mr. Lloyd 
George is prompt to say that England would 
not want German goods coming into her mar- 
kets in any such quantities, and this raises the 
question, if England whose public policy is 
free trade and who would be the chief creditor, 
would not want them, what might be expected 
of the countries which have always adhered to 
the policy of protecting their industries? What 


uld be something which would. 


countries would be willing to receive them for 
the sake of helping England to collect her 
share? The fact is that the exportation of 
goods by Germany on any such scale, if she 
could make them, would demoralize the trade 
of the world. The business cf the world is 
organized on a reciprocal basis. It is custom- 
ary to give and take, and so extraordinary to 
get something for nothing that the regular 
order of things would be seriously disturbed. 
It is true that if it was an income which might 
be counted to last forever, the creditor countries 
might indemnify or buy up the home industries 
which were injured and rely upon Germany 
thereafter to suppiy certain goods for nothing, 
but that idea has a suggestion of artificiality 
and impermanence about it which makes it hardly 
practical. 


It has been suggested that the German gov- 
ernment might turn over the railways and 
other state property. If this were done and 
the surplus earnings were invested in Ger- 
many that country would suffer nothing and 
the creditors would be gaining nothing until 
they attempted to withdraw the income. This 
could only be done by converting it into trans- 
portable products, which would revive the 
problem as we have stated it. There is no way 





of really paying an indemnity but by creating 
an excess of exports over imports. 


German Wealth and Income. 


Dr. Helfferich’s computation of German 
wealth and income made shortly before the 
war estimated the total net income of the Ger- 
man people at 6,000,000,000 to 7,000,000,000 
marks or $1,500,000,000 to $1,750,000,000, 
including the increment in land values. This, 
or some such sum, represents the rate of an- 
nual gain, or accumulation of wealth, in Ger- 
many at that time. This was the capital 
fund, available for investment, for the devel- 
opment and expansion of industry and the im- 
provement of the equipment. These are the 
purposes to which wealth accumulations every- 
where are devoted. 

Accepting these figures, if the indemnity was 
fixed at $35,000,000,000 instead of $120,000,000,- 
000, and the interest rate was 5 per cent. the 
annual interest charge would absorb the entire 
net income of Germany, as estimated before 
the war, leaving nothing for improvement and 
growth. These are times of rapid changes in 
industry and the country which does not have 
.eady capital with which to improve its equip- 
ment and finance its trade cannot expect to 
keep the pace. It would soon fall behind and 
be unable to compete in the markets of the 
world and therefore unable to create the for- 
eign credits for the indemnity payments. Its 
trade would shrink until it might find difficulty 
in exporting enough to pay for its necessary 
imports. 





it must be borne in mind that taxation for 
an indemnity to be paid abroad, for which no 
return is received, is in a different category 
from taxation the proceeds of which are dis- 
bursed within the country, as upon the do- 
mestic debt. In the latter case the capital sim- 
ply circulates within the country and remains 
available for the use of domestic industry; 
in the former case it is sent out of the country 
and there is no compensating flow inward. Not 
a dollar of capital from outside will voluntarily 
enter Germany to be subject to the heavy taxa- 
tion required by a great indemnity. 

If the annual payment was cut down to one- 
half the country’s net income, whatever that 
may be, what would still be the effect upon 
individual initiative and enterprise? This 
subject, of the effect of heavy taxation upon 
enterprise and development, has been very 
much under discussion in the United States 
and Great Britain in the last two years. It has 
been generally agreed among business men 
that such taxation has a doubly repressive in- 
fluence ; first, in that there is less capital avail- 
able for new undertakings; and, second, that 
the risks of new undertakings are too great for 
the remaining compensation. What would be 


the industrial future of a country placed 
permanently under a much greater handicap in 
this respect than its competitors? It is not neces- 


sary to consider it out of solicitude for Ger- 
many, but it is necessary to consider it with 
relation to Germany’s ability to sell goods in 
the markets of the world for the payment of 
the indemnity. 

Unless there is sufficient reward to the German 
people to induce them to labor and save and in- 
Vvést; in the futiife as in the past, all calculations 
as to what she can be made to pay will be worth- 
less. No way has ever been found to get people 
to work effectively except by paying them—by 
offering inducements which appeal to them. 
There is something familiarly known as lying 


down on the job. Slavery never has paid as a: 


business proposition. Steps have been taken to 
prevent some species of property from being 
transferred from Germany, but it is scarcely 
practicable to prevent people from leaving Ger- 
many to make their homes elsewhere, and they 
are likely to go if the prospects for their own 
future and that of their children are more prom- 
ising in other lands. The leaders, the men who 
carry large earning capacity under their hats, 
would go, and what would the remainder do with 
such a situation ? 


Mutual Interests. 


In short, if the Allies put conditions upon 
Germany which compel her to fall behind other 
countries in industrial efficiency, or to stand 
still while others advance, and which déaden 
the ambitions of the people, the effect will be 
to dry up the resources of the country. It may 


appear to some in the heat of the hour that this 
would be to the advantage of other countries 
and that the German people deserve the fate 
after the terrible calamity they have brought 
upon the world. 


As to the first proposition, would the world 
be better off eccnomically by suppressing or 
handicapping any one of the great nations? 
Although competitors long to be rid of each 
other, is not the world richer and its progress 
more rapid by reason of the contributions of 
every country to the common fund of knowl- 
edge and wealth? Would the world be better 
off if Germany was uninhabited, an empty ter- 
ritory with a tight fence around it? Would 
it be better off if Germany was inhabited, but 
isolated, with no commerce crossing its 
borders? Would it suffer any loss if the latter 
state was modified to the extent of allowing 
Germany to pass $1,000,000 worth of her 
products out through the fence in exchange for 
$1,000,000 worth of the products of other coun- 
tries, the exchanges being voluntary on both 
sides? Would any harm result from allowing 
such voluntary exchanges to be gradually in- 
creased to $1,000,000,000 on each side? Or to 
$2,000,000,000 or $2,500,000,000 on each side, 
which is about what they were when the war 
began? For the five years ending with 1912, 
Germany’s exports according to the States- 
man’s Year Book were $1,896,461,350 and her 
imports, $2,329,740,000, indicating that she 
bought $433,378,650, or an average of $86,000,- 


000 per year, more than she sold. The differ- 
“ence presumably represents earnings of her 


merchant fleet, income on foreign investments, 
etc. 

On the whole, the fact that Germany is a 
competitor in foreign markets seems to be 
counterbalanced by the fact that she is a buyer 
in the same markets. If her exports fall off 
her imports will likewise fall off. In the long 
run and in the final analysis no country does 
more than supply its own wants, which can be 
done after a fashion by living within itself, or 
more advantageously by certain exchanges. 
There is every presumption of mutual gains in 
exchanges voluntarily made and every coun- 
try has its peculiar genius and means of render- 
ing service to the world community. If these 
are not economic truths there is no science of 
political economy. 


Permanent Peace, 


Undoubtedly the Allies are justified in taking 
ample steps to make it impossible that Germany 
should repeat this desperate adventure, but no- 
body who understands the economic plight of 
Germany today, and the changes which are tak- 
ing place in Europe, has any real fears of her 
repeating it. No nation has ever suffered such 
total defeat and shipwreck. 








And this being true there remain the other 
considerations which evidently are not absent 
from the Prime Minister’s mind, to wit, the 
avoidance of policies which would provoke last- 
ing resentment and perhaps future wars. It is 
true that the people of Germany supported the 
Government in the war, but there are degrees of 
responsibility. It is a familiar fact that the great 
body of the German people have had little to do 
in making the policies of the Government, and 
the outbreak of the war was almost as great a 
surprise to them as to the rest of the world. Mr. 
Lloyd George in this same speech in promising 
that England would abolish conscription and 
urging that the Peace Conference put an end to 
conscription in Europe, placed the responsibility 
for the war upon standing armies and the sys- 
tem of conscription. He said: 


It was the existence of conscript Armies on the Continent 
that inevitably rushed the world into war. You cannot have 
these great military machines, with their power, with their 
splendor, with their clatter, and with the sort of feeling that 
they give to the men behind them that they are irresistible, 
without tempting the men at the head of them to try their 
luck with those machines. 

It is inevitable in any walk of life, great or small. Take 
football, if you like. (Hear, hear.) That’s right. There’s 
one who has felt it. (Laughter.) If you have got a team 
practising on the village green, they feel perhaps that they 
are getting on, they feel they are doing well, they gradually 
feel there is nothing like them, and they could beat any other 
team that ever came near the green. So they challenge the 
next village. It does not always come off. (Laughter.) And 
some of us play golf. You have got a nice new bag of clubs; 
er fit up a little putting green somewhere in the garden; you 

gin to practise putting the approaches. You think you are 
doing magnificently; you feel you can beat your next-door 
neighbor: and off vou go to fight him in a simiiar way. That 
is an indication of the kind of thing that is going on with the 
great Aruuts. 


The German people had been educated in the 
belief that there was constant danger of attack 
from foreign enemies, and they trusted their 
Government with the army. They are not blame- 
less, but it is impossible to hold all of the people 
of any country equally responsible for govern- 
mental policies, nor is it possible to deal with 
70,000,000 of people over a long period of years 
without taking account of their understanding 
and viewpoint. 


Source of Antagonisms. 


The antagonisms and conflicts which develop 
between nations are much like those which exist 
between individuals and classes. If there are 
almost hopeless misunderstandings and almost 
implacable hatreds between groups of people who 
live in the same country, or the same small com- 
munity, it is not strange that there should be 
misunderstanding and suspicion between the in- 
habitants of different countries. The whole 
world needs enlightenment and the ability 
which enables one man to understand another 
man’s view. There is never any reconcilement 
or basis for peace until such understanding is 
reached. A belief which men honestly hold and 
act upon is as real and definite a force to be 
reckoned with as anv in the world. Lloyd George 
knows this from his own experience with the 
labor organizations of Great Britain in the past 
four vears. If peace is to be maintained in the 
world some regard must be paid not alone to 


facts, but to the prejudices, misconceptions and 
ignorance of men, in order to remove them. 
They are not removed by pun‘shment, and least 
of all by anyth'ng like the continuous oppression 
of a nation, which bears heavily upon innocent 
and guilty alike, and shuts out hope for even the 
children of this and future generations. 

Long-continued indemnity payments, after all 
the parties to the original conflict had passed 
away, would not be conducive to good feeling 
but afford a constant motive for disturbing the 
status quo. 

Germany tore the provinces of Alsace and 
Lorraine from France and bludgeoned her for 
$1,000,000,000, and from that time lived in ex- 
pectancy that France would get even at the first 
opportunity. The annual addition to Germany’s 
military budget which this policy made neces- 
sary took all of the profit out of the enterprise. 

No amount of money as indemnity can be 
measured in value against a policy which makes 
for peace, for the real cost of the war is not 
in money but in human suffering. An indemnity 
cannot bring back the dead or compensate for 
the anguish of this war, and the best policy for 
all the victorious countries now is in looking 
to the future rather than to the past. 

Much is said of the necessity for harsh pun- 
ishment as a warning against such crimes in the 
future. This theory has dominated penalogy in 
the past, but the modern idea is getting away 
from it and attempting to reclaim the criminal 
and change his mental attitude toward society. 

The people of Germany have been taught that 
othér nations were jealous of them and plotted 
their ruin, and that view will rather be confirmed 
than dissipated by a policy which rigidly prevents 
their development. 

The Civil War in this country wrought up the 
passions of both sides, and the country paid a 
fearful price for the inability of the people of 
the two sections to understand each other. Hap- 
pily the chasm has been closed, and complete 
reconciliation effected, and the world may well 
note that every act of leniency and consideration 
on the part of the victors aided in that recon- 
cilation, and every act that was construed to be 
punishment delayed it. Great Britain has had 
her own happy experience in the reconciliation of 
the Transvaal. The Boers have fought in this 
war for England because an understanding had 
been reached. The minds of the two peoples 
had met and enmity disappeared. All experi- 
ence shows that this is the way to permanent peace. 

There is no more appropriate place than in 
this connection for the Charles Lamb epigram 
repeated by President Wilson in one of his Lon- 
don speeches. “I ca-can’t hate a man I lenow.” 


The British Election. 





The votes cast at the recent British parlia- 
mentary election were not counted until Decem- 
ber 28th, when the result proved to be an over- 
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whelming victory for the Coalition Ministry 
headed by Mr. Lloyd George. A singular fea- 
ture of it is that although the Prime Minister has 
been a member of the Liberal party all his po- 
litical life a majority of his supporters in the 
new Parliament will be*Unionists or Conserva- 
tives. This is due to the split in the Liberal 
party, which has caused the defeat of its leader, 
Mr. Asquith, and most of his chief supporters. 
This wing of the Liberal party, although it did 
not object to the main features of the Coalition 
program as announced, was opposed to the ex- 
tension of Coalition government beyond the war 
period, objected to an election at the present 
time, and insisted that the regular policies of 
the Liberal party were likely to suffer by the 
presence of so many Conservatives in the gov- 
ernment. They objected to committing them- 
selves in advance to policies that might be 
adopted by such a combination, and undoubtedly 
one of their fears was that the policy of free 
trade might be modified. Their policy seems to 
have been too negative to suit the aggressive 
temper of the British people at this time. 
The outstanding feature of the campaign was 
the general agreement of all parties upon an 
effort to prevent industry from lapsing back into 
the old ruts, and by increasing production to 
bring about better social conditions. The Coali- 
tion Cabinet is pledged to important undertak- 
ings to promote industrial efficiency and the 
social welfare to an extent heretofore considered 
beyond the scope of governmental activities. 
Some of the members of the Cabinet have op- 
posed every departure of this kind in the past, 
and in the campaign outspoken objection was 
made to them, but Lloyd George stoutly main- 
tained that they could be relied upon to support 
the program. What he says upon this point’ is 
not only interesting as showing the state of things 
in England, but is suggestive of how nations who 
have been antagonists may get together. In the 
same speech already quoted from, he said: 


I have found men who belong to a different party from 


my own, who have been taught different principles from those 
I have been brought up in, men I have opposed all my life— 
I found I was able to work side by side with them, sitting 
round the same table, working for the same end. Am to 
say to them, “Now this victory has been won, we cannot work 
together for the old country”? Why should I say it? I don’t 
believe it. (A voice—‘“Stick together,” and cheers.) I be- 
lieve we can work together for the ay for years to come. 

But they say, “They don’t mean it. e don’t trust them. 
Look at the men you have got round you. They say now 
they will go in for this great programme. _We don’t believe 
them.” I have fought those men all my life, and I know 
those men better than their critics, and they know me, too. 
(Laughter and cheers.) When they did not support a policy, 
they said they would not. When they say that they will 
support a policy I believe them as men_of honor, and I am 
going to believe them until I find that I am deceived. I do 
not believe it. I do know perfectly well that they are just as 
anxious as any Liberal or Labor man, or whatever his color 
may be, to work for these great social reforms which, they 
are as convinced as any of us, are necessary for this country. 
(A voice—The change is sudden.”) No, it is not, Five 
years is not sudden, and five years such as we have gone 
through—why, it’s centuries! ou ask these Jads who have 
gone through it (pointing to a row of wounded soldiers). 
They will tell you (loud Enooss)+genee in a few hours 
through the agony of a lifetime. o you mean to say that 
this terrible war, that has shaken everybody, that has come 
to every home, leaves guoryhony, exactly where he was before 
the war? (Cries of “‘No.”) It shows that a man who talks 
like that does not understand the elements of human nature. 
(Cheers.) Besides, he does not believe in his fellow-men, I do. 


. 
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War Scale Production. 


The accomplishments of war time seem to have 
opened the eyes of all classes to the possibility 
of better conditions. The address of the Prime 
Minister, while breathing throughout a most sym- 
pathetic spirit toward social reforms, and declar- 
ing for various measures to be undertaken by 
the Government for social alieviation, contains 
nothing that is threatening to property interests, 
but on the contrary gives just recognition to their 
indispensable part in social progress. The ad- 
dress says: 


You cannot have improved wages and improved conditions 
of labor all rouud unless you manage to increase production. 
The war has demonstrated that this can be done by improved 
organization. 1 had a good deal of experience of it at the 
Ministry of Munitions, where it was my duty to see that 
the output of the engineering shops was increased, in spite 
of the fact that there was less labor available for the purpose, 
owing to the numbers of young men who had at the beginning 
of the recruiting campaign gone to the front. By improved 
organization, by stopping waste, by improved machinery, by 
the suspension of the old restric.icns on output, the output 
of the engineering shops was increased enormously. The men 
and women had much better wages than they had ever been 
paid, and the State benefited. The experience of the munition 
shops has been the experience a!most all round. In spite of 
the fact that over 6,000,000 of young men kave been drawn 
into the army and navy, the output over the whole field of 
industry has been increased. Now we have got millions back. 
There are gigantic arrears to make up in this country in every 
department of manufacture. 

There is one condition for the success of all efforts to in- 
crease the output of this country—confidence. Bolshevism is 
the poison of production; Russia proves that. Russia will not 
begin building up a productive system until Bolshevism has 
worked itself out. Meanwhile there will be great suffering and 

nury throughout the land, and all classes will suffer al-ke. 

ou must give confidence to all classes, confidence to those 
who have brains, to those who have capital, and to those with 
hearts and hands to work. I say to labor, you shall have 
justice; you skall have fair treatment, a fair share of the 
amenities of life, ard your children shall have equal oppor- 
tunities with the children of the rich. To capital I say: You 
shall not be plundered or penalized; do your duty by those who 
work for you, and the future is free for all the enterprise or 
audacity you can give us. But there must he an equal justice. 
Labor must have happiness in its heart. We'll put up with no 
sweating. Labor is to have its just reward. And when the 
whole nation sees that wealth lies in production, that produc- 
tion can be enormously increased, with higher wages and shorter 
hours, and when the classes feel confidence in each other, and 
trust each other, there will be abundance to requite the toil 
and to gladden the hearts of all. We can change the whole 
face of existence. 


Housing Program. 


The address states that an inquiry made by the 
Government into housing conditions has _ re- 
vealed that at least 400,000 new houses ought to 
be built at once in England and Wales, and that 
this number would not take the place of all the 
slum dwellings which are not fit for human habi- 
tations. He says that neither private enterprise 
nor the local municipalities, nor both together 
can deal adequately with the housing situation, 
that the matter is vital to health and welfare 
of the people, and that the general Government 
must take it up. Lloyd George is at his best 
in dealing with this subject, and reveals some 
of the power that has made him the greatest 
popular leader of his time. In one of his 
speeches he said: 

What is the first thing the great war has shown us? The 
appalling waste of human material in this country. There is 
hardly .any material placed by Providence in this country which 
is so much wasted as human life and human strength and 
human intellect—the most precious and irreplaceable material 
of all, I have previously said something about the figures of 
the recruiting officers. Those who were in charge of recruiting 
came to the conclusion that, if the people of this country had 
lived under proper conditions, were properly fed and housed, 


and lived under healthy conditions—had lived their lives in 
their full vigor—you could have had a million more men avail- 





able and fit to put into the army. ‘That is a very appalling 
figure, and it. is not merely that. When you have not lost 
life you have depressed the vitality of life. There are millions 
who are below par. You cannot keep even animals in their 
full vigor unless you give them good conditions, You cannot 
do it with men and women, and you cannot bring up children 
under bad conditions. There are millions of men’s lives which 
have been lost as a result of the war, but there are millions 
more of maimed lives in the sense of undermined constitutions 
through atrocious social conditions that you have got in con- 
sequence of the whole of the terrors of this great war. You 
must put that right (Cheers.) Put it at its lowest—all trade, 
commerce, and industry, they all suffer through it. A vigorous 
community, strong, healthy men and women, is more valuable 
even from the commercial and industrial point of view than a 
community which is below par in consequence of bad conditions. 

eat it if you like not as a human proposition, but as a 
business proposition. It is good business to see that the men, 
the women, and the children are brought up and sustained 
under conditions that will give strength and vigor te their 
frames, more penetration and endurance to their intelligence, 
and more spirit and heart than ever to face the problems of 
life, which will always be problems that will require fighting 
right from the cradle to the tomb. That is the first problem. 
One of the ways of dealing with that is, of course, to deal 
with the housing conditions. Slums are not fit homes for 
the men who have won this war or for their children. They 
are not fit nurseries for the children who are to make an 
Imperial race, and there must be no patching up. This problem 
has got to be undertaken in a way never undertaken before, 
as a great national charge and duty, 


Agriculture and Power Development. 


The Prime Minister told of what had been 
done under the spur of the submarine menace to 
increase the production of the lands of United 
Kingdom. He said: 


In spite of the reduced labor we increased the area of culti- 
vation in Great Britain and Ireland by four million acres. We 
brought the landlords in, and the farmers in, and the laborers 
in, and everybody who was concerned with the cultivation of 
the land. We got them ail to work together for that purpose, 
and in two years, with reduced labor, we brought back the 
cultivation of England to where it was 40 or 50 years ago. If 
you can do that with reduced labor, what can you do when 
the men are back on the land, and when you have more time 
to work out your plan? * Give back the people, as many 
as you can, to the cultivation of the soil. But it must be done 
systematically. It must be done intelligently. We must sweep 
aside prejudices. The difficulty, believe me, is not with in- 
terests, it is with prejudice. And that is equally true in every 
business. People talk about the vested interests. It is not 
the vested interests I am afraid of, it is vested prejudices. 
(Cheers.) Sweep these away and the State can easily deal with 
interests. (Cheers.) You must not take any man’s property 
away. You cannot build a great State on dishonesty. You 
are bound to come to grief if you attempt it. 


He proposes state aid to establish ex-soldiers 
on land, and state appropriations for the pur- 
chase, drainage and improvement of lands, to 
be sold to settlers. 


Another important undertaking in view is that 
of constructing central power stations at eli- 
gible points over the country, for the genera- 
tion of electricity by large units, which has 
been demonstrated to be much more econom- 
ical than by small individual plants. Here 
Lloyd George finds play also for his hopes for 
social improvement. He says: 


cué of the most important things the Government has in 
mind is the utilization of our great mineral resources for the 
production of electrical power on a great scale. This will 
enable rural industries to be created so that workmen should 
find remunerative employment under conditions where they can 
also have a little bit of land for cultivation, and where they 
can bring up their children in the heaithier atmosphere of the 
country. A great electrical power scheme would also assist in 
cheapening and increasing the efficiency of our town industries, 
so as to increase the output, diminish the cost, and thus enable 
all classes interested in production to benefit. 


Education, forestry, aid in industrial research, 
a public health campaign, support for key in- 
dustries and various other purposes of similar 
character are included in the program. 

The reasoning of Lloyd George upon genera! 
principles is unquéstionably sound, and the only 


‘question is as to the readiness of the great body 


of the people to respond to his hopeful and splen- 
did appeal. If they get the vision it must have 
some effect, but how fast will the old habit of 
suspicion and antagonism be overcome? As 
Lloyd George says nothing can be gained by 
merely establishing artificial conditions; higher 
wages and shorter hours are the natural and 
proper accompaniments of increased output ; they 
should and must go together. 


National City Branches. 





Seven new branches of this Bank were 
opened last month in foreign countries, in the 
following named cities: Santiago de Chile; 
Rosario and a second branch in Buenos Aires, 
Argentina; Cardenas, Cienfuegas, Mantanzas 
and Sagua la Grande, all important cities of 
Cuba. Including the 24 branches of the Inter- 
national Banking Corporation, the Bank now 
has 45 foreign branches, and the combined re- 
sources of the home and foreign offices at the 
beginning of the new year are in excess of 
$1,000,000,000. 

The Bank is extending its foreign service as 
rapidly as competent staffs can be obtained. 
It has been determined to establish a consider- 
able number of agencies in foreign cities which 
are important for their trade possibilities, these 
offices to occupy their own quarters and be 
under the management of men sent out from 
the home office. These offices are to gather 
and disseminate trade information, reporting op- 
portunities for the introduction of American 
products, giving advice as to the products of 
the country in which they are located, and pro- 
viding general information as to markets, 
credits and trade conditions. They will serve 
American business in every way in their power 
and be at the service of all American travelers 
who may visit the cities in which they are 
located. In short they will perform the func- 
tions of the trade departments of our branch 
banks in important cities where we are not yet 
ready to establish full banking service. 


Distribution of Wealth. 





The estates left by several very wealthy per- 
sons have been mentioned in the newspapers re- 
cently, and it is especially interesting in these 
times, when the world is very much agitated 
upon the subject of wealth distribution to note 
the final distribution of these large fortunes. 
One of them is the estate of Mrs. Russell Sage, 
who inherited a large fortune from her hus- 
band. The latter was a very hard-working, 
close-living, able business man, who spent so 
little on himself that his thriftiness was a popu- 
lar joke. He was an unpopular character with 
the public, and just what motive actuated him 
in his accumulations we do not know, but we 
do know what has finally become of most of 





his money. It has gone to educational and 
benevolent organizations. It is interesting to 
allow the mind to dwell upon the figure of 
Russell Sage, toiling without respite or per- 
sonal indulgence to amass a fortune and then 
read the list of institutions which, as it turns 
out, he really put in his life working for. An 
incomplete list at hand names the following: 


An endowment fund of $10,000,000 to the Russell Sage 
Foundation, the income to be used for the betterment of social 
and living conditions. 

To the — Sage Institute of Pathology, an endowment 
fund of $300. 

For the oe AM for Relief of Respectable Aged Indigent 
Females, an addition to its building on 104th Street, $25,000. 

Adirondack Cottage Sanitarium, $25,000. 

Working Girls’ Home on East 12th Street, $25,000. 

To the Young Men’s Christian Association, for a new build- 
ing for the International Committee, on 28th Street, New York, 
$350,000. 

For addition to Y. M. C. A. building at Brooklyn Navy 
Yard, about $340,000. For building at Fort McKinley, Philip- 
pines, $25,000; for Long Island RK. R. branch, new buildirg 
. jong Island City, $100,000; for new building at Fort Slocum, 


ey, ts Polytechnic Institute, Troy, $1,000, 

Troy Female Seminary (Emma Willard heal, $1,000,000. 

Harvard University, a new dormitory. 

Yale University, the Hillkouse property, consisting of thirty 
acres, at a cost of about $650,000. This constitutes what is 
now known as _ the Pierson-Sage Campus. 

Princeton University, dornmtories and tower. 

- New York University, for the purchase of additional land, 
about $300,000. 

Northfield Seminary, a memorial chapel. 

Gifts to Syracuse University, Idaho Industrial Institute, 
Lincoln University, Girls’ School at Constantinople, and the 
Berry School of Rome, Ga. 


Another of these estates is that of Joseph 
Raphael de Lamar, who died recently, a resi- 
dent of New York City. He was a native of 
Holland and as a boy ran away from home and 
and struck out into the world as a seaman be- 
fore the mast. He came to this country penni- 
less, but amassed a large fortune, chiefly in 
mining operations, although he was successful 
in many lines of investment. He bequeathed 
$10,000,000 to be divided between the medical 
schools of Columbia, Harvard and Johns Hop- 
kins Universities, the object being set forth in 
the following clause of the will: 


For the study and teaching of the origin of human disease 
and the prevention thereof; for the study and teaching of 
dietetics and of the effect of different food and diets on the 
human system, and how to conserve health by proper food 
and diet, and in connection with the foregoing purposes to 
establish and maintain fellowships, instructorships, scholarships 
and professorships; to construct, maintain and equip labora- 
tories, clinics, dispensaries and other places for such study 
and research and to provide proper housing of same; to pub- 
lish and disseminate the results of such study and research, 
not only in scientific journals and for physicians and scientists, 
but also, and this I especially e * on the legatees, by popular 
publications, public lectures and other appropriate methods to 
give to the people of the United States generally the knowledge 
concerning the prevention of sickness and disease, and also 
concerning the conservation of health by proper food and diet. 


Another of the large estates left to public 
purposes is that of Gordon McKay, inventor 
of shoe-making machinery. He dtea some 
years ago, leaving the bulk of his wealth to 
Harvard University for the founding of an 
engineering school, but owing to litigation to 
obtain an interpretation of the will the installa- 
tion of the school was delayed. Public notice 
has now been given that it is ready to receive 
students. The endowment is approximately 
$25,000,000. 

These three announcements, made within 
the last few weeks, indicate the destination of 


an important share of the wealth being ac- 
cumulated in American business, This is 
what becomes of some of thé private profits 
which the Bolsheviki and their milder proto- 
types are so eager to confiscate that they ignor- 
antly dry up the springs of wealth at their 
source, 


Services of Wealth in Business. 


It would be a great mistake, however, to 
think that the public gained no benefits from 
the careers of these men except through these 
gifts, The largest benefits resulted directly 
from their activities while they were accumu- 
lating their fortunes. They were organizers 
and managers of business, their genius and the 
capital under their command gave employment 
to labor and increased the production of com- 
modities or services for the public use. The 
McKay invention helped to make shoes 
cheaper for the multitude while shoemakers re- 
ceive higher pay than under the old hand 
method. 

Henry Ford, after a disagreeable personal 
experience recently at a public meeting where 
money was being raised for charitable pur- 
poses, was quoted as declaring that he was “off 
on charity for good,” meaning that he thought 
it was better to provide work for people than 
to give them money. While he probably will 
not adhere religiously to his ban on charity, he is 
right on the main proposition. It is better to 
provide work which not only enables a man to 
give an honest equivalent for what he receives 
but is helpful to the community, than to give 
charity. All of these men did this in their ac- 
tive lives, and the fortunes which are turned 
over to public institutions at their death, to 
carry out plans which they personally planned 
are still invested in useful enterprises. In the 
case of endowments it is the income which is 
devoted to the designated purposes. 

These gifts are for educational purposes. 
Like so many more, continually announced, 
they are largely for research, to increase the 
stock of technical and scientific knowledge for 
the good of all. The earnings and profits 
which are constantly being added to industrial 
capital, although not formally dedicated to the 
public, are actually working for it in the same 
way. The end in view in every instance is to 
increase production for the public market, and 
to cheapen the cost of products as compared 
with the wages of labor. Where the invest- 
ment is made by bequest or gift the separation 
from the investor is evident; but equally 
beneficent work may be going on with the 
investor alive and personally managing his 
capital in profitable business. 


Foreign Loans. 





Before his retirement from the Treasury, Sec~ 
retary McAdoo presented a request to the Com- 
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mittee on Appropriations of the House of Rep- 
resentatives, asking for authority to make loans 
beyond his present authority, aggregating $1,- 
500,000,000 to foreign countries, for the pur- 
pose of aiding foreign governments in procur- 
ing merchandise, supplies, and we assume, estab- 
lishing general credits to support the foreign ex- 
change situation in this country. The House 
Committee has taken no favorable action upon 
the proposal and the newspapers report that op- 
position has been manifested. 

It is highly important that the position of the 
United States in the foreign exchanges shall be 
more generally understood than it is, as it is 
certain to have a direct effect upon all our for- 
eign trade. At the moment a number of the ex- 
changes are still against this country, due to 
special and temporary courses, but it is certain 
that as soon as trade conditions approach a nor- 
mal state again the situation will be generally 
reversed, 


Our Creditor Position. 


We have referred before to the fundamental 
change which has come over our financial rela- 
tions, between the United States and the rest of 
the world, and the trade difficulties which it will 
present. Briefly the situation is that prior to the 
war we had an average annual trade balance in 
our favor on merchandise account of about 
$500,000,000 per year, which was practically off- 
set by interest and dividend payments made upon 


American securities held abroad, by foreign ship- 
ping charges against our commerce, by the ex- 
penditures of tourists abroad, remittances to rela- 
tives in other countries, etc. The war has made 


a great change in this account. We have now 
bought back probably the greater part of the 
American securities that were held abroad, we 
expect to carry much more of our freight in our 
own ships and we have loaned $10,000,000,000 
or more to foreign governments and corporations. 

The net result of all this is that there will be a 
balance of payments in our favor of probably 
not less than $500,000,000 per year. How do 
we expect to take payment? This is not a ques- 
tion of the solvency of our debtors, but simply 
how will they find the means to make payments 
in this country? Ordinarily international trade 
nearly settles itself, or if it is one-sided bankers 
borrow temporarily to settle the differences or 
ship gold for that purpose, but the war has 
thrown trade badly out of balance, and govern- 
ments have put embargoes upon the movements 
of gold, so that exchange rates have shown ex- 
traordinary fluctuations. 

It is evident that our foreign debtors cannot 
make their payments to this country in gold be- 
cause not enough gold is produced in the world 
outside of this country to do it; furthermore we 
do not want any part of it paid in gold because 
the effect would be to raise the level of prices in 
this country, which are high enough already, 
and the effect would be disadvantageous to our 


export trade. Neither do we want to take pay- 
ment by the importation of foreign goods, as if 
taken in any such quantities they would seriously 
interfere with our home industries. The talk in 
Congress is that customs duties will be raised by 
the next Congress, with a view to reducing im- 
portations. Moreover, our people are ambitious 
to increase their exports, which would increase 
the trade balance in our favor, 


Must Lend Abroad. 


This is a very real situation, and this country 
must meet it intelligently or we will find ex- 
change rates running against us everywhere 
in the world, and so heavily that they will put a 
check upon exports. At the present time for in- 
stance there is a premium in Paris upon New 
York drafts of about 5 per cent. which means 
that a French importer buying goods in the 
United States must not only pay American prices 
for the goods, plus the costs of shipment, but 5 
per cent. more to obtain the means of remittance. 
This is because the trade is so one-sided that it 
is difficult to find the means of payment. In 
Italy the cost of obtaining a draft on New York 
is about 10 per cent. This is a very heavy handi- 
cap upon sales in that country, and it may be- 
come higher. The exchange situation between 
New York and London has been supported by 
loans ; if they cease a serious disturbance is prob- 
able. 

The Canadian Situation. 


Exchange charges are a good deal of a mys- 
tery to the general public, and perhaps our rela- 
tions with Canada may be more easily under- 
stood. For the fiscal year ended June 30, 1918. 
the United States exported to Canada $778,510,- 
000 worth of merchandise, and received from 
Canada $321,000,000 worth of merchandise. 
Here was a balance of $457,500,000 for Canada 
to pay. How could the settlement be made? 
Ordinarily the Canadian banks would forward 
gold, but the trade was so one-sided that the 
drain on the reserves of Canada would be too 
great, and the government forbade gold exports 
—just what the United States government has 
done. How now could the balances be settled ? 
It became necessary to sell securities or borrow 
in this market. Exchange rates in Canada on 
New York began to rise, which meant that par- 
ties having payments to make in the United 
States would give a premium for credits in New 
York. That created an inducement for some- 
body to sell securities or borrow money here 
for the purpose of placing exchange at their 
disposal. The rate for most of the past year 
has been around 2 per cent. That has operated 
as a premium upon sales of merchandise, or 
securities from Canada to the United States, 
and as a penalty upon sales from the United 
States to Canada, and illustrates the injurious 
effects of such a situation upon our foreign 
trade. This premium might have been higher 
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but for the fact that the Canadian government 
put an embargo upon all merchandise classed as 
luxuries. 


National Credit Not Involved. 


That this situation is not due to low national 
credit is shown by the fact that in our relations 
with some countries we are in the debtor posi- 
tion ourselves. For example, we owe Argentina 
a heavy balance, and because our Government 
does not permit the shipment of gold a draft on 
Argentina costs a premium of 7 per cent. All 

_our importations from that country, which con- 
sist mainly of wool and hides, are subject to this 
charge. It happens that we must have the goods, 
and so we stand the charge, but in normal times 
and in goods which are subject to competitive 
conditions such a charge would either divert 
business to other countries or would have to be 
absorbed by the seller. We cannot hope to build 
up an export business against such charges, but 
they are inevitable unless we allow our foreign 
customers to pay by means of securities or loans. 


The Argentina Loan. 


The Argentina rate would be higher, but the 
Government at Washington succeeded in making 
a limited arrangement with the Argentine gov- 
ernment by which American importers having 
payments to make in Argentina might make the 
payments into the Federal Reserve Bank of New 
York for the credit of the Argentina govern- 
ment, this deposit account to stand until the end 
of the war and be liquidated then in gold, if de- 
sired by Argentina. The Argentina Congress 
passed an emergency act authorizing this and 
similar deposits, or earmarked gold, in other 
countries to be included in the reserves against 
currency issues in Argentina. The Argentine 
government is thus enabled to accomplish the 
settlement of the accounts against which the 
deposits have been made, and before the time 
comes for transferring the gold under the 
terms of the agreement it may be that exports 
from the United States will have directly set- 
tled the account in whole or in part, or that 
credits will be shifted from London or else- 
where. Meantime, about $90,000,000 has been 
paid into the Federal Reserve Bank of New 
York on this account, and much more would be 
if the arrangement was unrestricted in amount. 


Arrangements With Spain and Peru. 


A group of American bankers, with the assist- 
ance of the State Department at Washington, 
negotiated a credit in Spain amounting to $50,- 
000,000 of which, however, only $15,000,000 was 
used, for the same purpose. And with the last 
week announcement has been made that the 
State Department has succeeded in effecting an 
arrangement with the Peruvian government 
which is almost a duplicate of the arrange- 
ment already described with Argentina, except 
that it is limited to $15,000,000. These negotia- 


tions show the difficulties attending exchange 
transactions in an unbalanced state of trade. In 
these cases the loans are to aid the United 
States in paying its debts, and the arrangements 
are temporary and more easily made because the 
situation is temporary. But the situation in 
favor of the United States, which is in prospect 
has all the appearance of being permanent, and 
will therefore be more difficult to deal with. 
This country will be in the creditor position, 
and other countries will be asking us to give 
aid similar to that granted to us by Argentina, 
Spain and Peru, and for much larger amounts. 


Export Business Wanted. 


It is very desirable at this time to have export 
business for our industries. The capacity for 
production has been increased in many lines, 
costs are at a high level, wages are high, and it 
is hoped that there will be no necessity to reduce 
them at least while the costs of living are so 
high. Export orders are the hope, as a means 
of supporting the situation. 

Moreover the needs of foreign customers 
should appeal to us. Food is wanted in great 
quantities to avert starvation over a great part 
of Europe. How is payment to be made? There 
will be need for raw materials, and we wish to 
sell them. The South hopes to see the accumu- 
lated cotton stocks moved out to Europe. There 
are hopes of selling lumber, steel and machinery, 
but a vital factor in all these transactions will be 
the question of payment. 

Of course it would be better to have all these 
credits carried by the investing public, but 
they cannot be carried in the form of com- 
mercial credits. They must run a longer time. 
It is very desirable to develop an investment 
market in this country for foreign securi- 
ties. We must do this if we are to play the 
part of creditor nation, but this will take time. 
Our people are not accustomed to foreign se- 
curities, and we cannot hope to have the 
market take them as rapidly as the present 
situation calls for. The only way of immedi- 
ately meeting the situation seems to be by 
having the Treasury continue to make loans 
to foreign governments. 


Must Lend to Cover Interest. 


Not only is this true as to the sales of pro- 
ducts which we wish to make, but it is true as 
to the interest payments upon the loans we 
have already made. If the governments 
which owe these obligations go into the ex- 
change market to buy exchange on New York 
to make their interest payments they will ab- 
sorb so much of the floating supply that it 
will be difficult for the common public to ob- 
tain exchange with which to pay for goods 
purchased here. The result will be a compe- 
tition for exchange which will result in premi- 
ums that will prove to be a burdensome tax on 
our exports. We can better afford to Iend 





these governments more credit with which to 
cover their interest, and carry the situation 
along in this manner. In time, as we develop 
our international functions, these matters will 
create no more disturbance here than they 
have caused in London which has been the 
international clearing-house. We have come 
into this creditor position suddenly, instead of by 
gradual development. 

It appears from current discussion in Wash- 
ington that there is expectation in some quarters 
that the interest on the Treasury loans to foreign 
governments can be counted on immediately as 
available income in calculating receipts and dis- 
bursements for the coming year. If the foreign 
governments are able to make payment by fur- 
nishing supplies or services of some kind to our 
armies over seas, this may be, but attempts to 
pay the interest by purchasing commercial ex- 
change will compel the debtor nations to pay 
much more than the face of the interest charge 
and compel every foreign purchaser of commo- 
dities in the United States to pay a similar prem- 
jum. 


The Harmony of Economic Interests. 


It is instructive to observe how the natural 
laws of trade harmonize interests apparently in 
conflict. Our European debtors naturally would 
not want to pay these obligations at once. They 
are not in position to do so, and under the circum- 
stances we would not want to embarrass them by 


demands. The loans were made in furtherance of 
an enterprise in which we were an associate. Some 
of our people have rather impulsively suggested 
that we ought to cancel the whole debt, but there 
is no occasion to discuss that subject now. It is 
evidently a subject of some delicacy, and there is 
no-reason to suppose that the governments con- 
cerned would care to have it made a subject of 
discussion at this time. But, however that may 
be, it is clear that it will not be to our interest to 
have any payments made upon either principal or 
interest at present or probably for years to come. 
The exchange situation, and the whole foreign 
trade situation, will have to be very different 
‘from what it is likely to be in the near future be- 
fore we should want any payments made. 


‘The Bond Market. 


The December bond market has absorbed a 
wider variety of issues than has been presented 
for some months past, and the investment demand 
has broadened to include the longer term railroad 
and corporation issues. Among the new issues 
rails predominated, with oversubscriptions for 
$10,500,000 Chicago & Northwestern General 5s, 
$50,000,000 Pennsylvania General 5s and $8,000,- 
000 St. Paul Union Depot 5%s. 

The municipal market opened the month with a 
material increase in new issues, but the decline in 
Libertys exercised a deterrent effect until re- 
actionary tendencies becamie evident. This is best 





illustrated in the sale of $350,000 City of Detroit 
bonds, which, during the middle of the month, 
were sold about 1% points below the high bid for 
a block of $988,700 of the same issue three weeks 
previous. 

Foreign Governments have been in good de- 
mand throughout the month, Anglo-French 5s 
reaching 9714; City of Paris 6s, 9914; French 
Government 5's, 105, and the new United King- 
dom Converted 5%s, 10134. Russian bonds were 
the only exception and the attitude of the Allies 
regarding intervention in Russia is evidently ex- 
erting a change in sentiment affecting the specu- 
lative buying movement which has carried prices 
to higher levels during the past few months. 

New York traction issues sutfered the most 
sensational decline in their history, many issues 
recording new low prices. It is unfortunate that 
discrimination has not been shown between is- 
sues which might suffer from reorganization and 
those in sound financial condition. It is to be 
hoped that some of the difficulties of the local 
situation may be solved at an early date by in- 
creased fares to offset the rising costs of opera- 
tion. 

Liberty Bonds. 


Liberty bonds have occupied a primary posi- 
tion in the general bond market during the month, 
and on December 30th the New York Stock 
Exchange reported record bond transactions of 
$42,948,000 of which $39,033,000 were Libertys. 
On December 26th the Second 4s reached their 
low figure for the year, 92.70, and on Decem- 
ber 27 the First 4s sold at 92.90. On Decem- 
ber 30 the Fourth 4%s sold at 94, the low 
record for this issue. 

Following is a summary of the low prices re- 
corded on the various Liberty Loans to date: 


First 314s, January 31, 1918 
First 4s, December 27 
Second 4s, December 26 
First 4%4s, August 17 
Second 4%s, July 31 

Third 4%s, August 28 
Third 4%s, December 30 


There was a sharp rally on December 31 and 
the closing prices were reported as follows: 
First 3%4s 99.50; First 44s 96.58; Second 4%4s 


' 94.96; Third 4%4s 96.40. 


In connection with the above yields which now 
range from 4.40% to 4.70%, municipal bonds of 
the leading cities such as New York, Chicago and 
Detroit are quoted on a 434% to a 4.40% basis. 
It is to be remembered, however, that the munici- 
pal bonds are totally exempt from taxation, 
whereas, the Liberty bonds are exempt with the 
exception of the First 3™s. 

The yield of some of the Liberty issues is also 
approaching the higher grade rails, for example: 
Chicago, Northwestern General 5s, a savings 
bank investment, have been selling on a 5% basis. 

During the past week the 314% issue ad- 
vanced from 98.20 to 99.60, and it is believed 
that some of the holders of 414s have been rein- 











vesting in tax-exempt 3%4s, which is only natural, 


taking into consideration the high income taxes 
in the provisions of the new revenue bill which 
may be saved by those drawing large incomes. 
In this connection, Federal Land Bank 5s ad- 
vanced from 103 4 to 104% and United States- 
Panama 3s of 1961 from 88% to 90%, both of 
these issues being totally exempt from taxation. 


Canadian Victory Loans. 


In connection with the low figures recorded in 
Liberty issues, it is interesting to note that the 
Canadian Victory Loan Committee has an- 
nounced that the steady demand for Victory 
Loans has removed the necessity of further 
stabilizing the market. While all Liberty issues 
except the 3%s are selling at substantial dis- 
counts, the Canadian Victory Loans are quoted 
from 99% to 102, according to maturity, 1922 to 
1937. These issues were traded on the Montreal 
Stock Exchange for the first time last week, the 
1927 maturity selling at 100%4 and the 1937 at 
102. While adherents of the Canadian method of 
stabilizing the market on Government loans point 
to the success of the committee’s efforts, it must 
be remembered that the interest rates on the 
Canadian issues have been higher than the Lib- 
erty rates, bearing 5% per cent., and the loans 
have been distributed over a much longer period 
of time. The general weakness in Liberty issues 
has been attributed to many causes, namely, the 
approaching Fifth Loan of approximately $5,- 
000,000,000; general selling by small investors 
for holiday purchases; sales by large investors 
in order to indicate losses in income tax returns, 
and the withdrawal of Government buying sup- 
port in the open market. 


Influence of the War on Bond Prices. 


As the war has exerted an important influence 
on security prices it is interesting to trace the 
trend of 40 selected issues from June, 1914, to 
December, 1918: 


June, 1914 ...........2.. 87.075 
December, 1914 .......... 81.795 
December, 1DEF i, cise eos FSGS 
December, 1918 .......... 80.659 


In order to obtain this comparative index the 
New York Times followed the weighted-average 


method in which the average price of 25 Rails of 


various classes was combined with the average 
of 8 Industrials, 6 Public Utilities and 1 Mu- 
nicipal. The June, 1914, average antedates the 
serious disturbance which resulted in the acute 
declines of July and the ultimate closing of the 
New York Stock Exchange. The December, 
1914, average includes the rebound following. the 
opening of the Exchange, which carried prices 
to higher levels during the earlier months of 
1915. The December, 1917, average combines 
the effect of our early participation in the war 
which was offset somewhat during this month 
by the announcement of the Government control 
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of railroads. The December, 1918, average com- 
bines the high prices following the signing of the 
armistice and the reactionary tendencies of the 
past two weeks. Some interesting comparisons 
of specific issues can be traced in the following 


tables : 
June, Dec., Dec., Dec., 
Bondg 1914 1914 1917 = 1918 
Atchison General foses aten 95.70 91.24 82.13 
Sew day 2 gee 4s... omen one 89.04 
Chicago & N - General 5s... .... 102.56 101.75 
Chicago & N. W. Genera! 4s.. 95.74 87.76 80.86 
Commonwealth Edison 5s.... 101.88 100,12 92.58 
The Pennsylvania’s recent sale of $50,000,000 
General 5s at 9934 to yield a fraction over 5% 
compares with the General 4 ¥4s in December, 
1917, at 89.04 to yield about 54%%. The Chicago 
& North-Western General 5s were recently sold 
at 100 in comparison with a previous block of the 
same issue at 102% in December, 1914, whereas 
the 4s show a decline of about nine points be- 
tween December, 1918, and June, 1914. These 
averages would indicate a gradual recovery with 
prices approximating the December, 1914, figures, 
but still substantially below the ruling prices of 
the early months of 1914. 


December Issues. 





Following are the more important offerings 
during the month: 


$5,000,000 Braden Copper Mines Co. 6% Bonds, die February 1, 
1931, at 96 and interest, yielding about 61%4%. 
1,200,000 Buffalo, Rochester & Pittsburgh Ry. Co. 6% Bonds, 
due 1919-1923, at prices to yield about 5.75%. 
10,500,000 Chicago & Northwestern Ry. 5% Bonds, due Novem- 
er 1, 1987, at 100 and interest, yielding 5%. 
5,334,000 ap Power Company 5% Bonds, due January 
, at 8934 and interest, yielding about 6%. 
2,250,000 Keystone Steel & Wire Co. 7% Notes, due November 
1921, at 9834 and interest, yielding about 744% 
1,000,000 Miller & Lux, Inc., Cal. 6% Bonds, due May 1, 1933, 
100 and interest, yielding 6%. 
2,000,000 Winenrs Falls Power Co. 5% rid due October 1, 
1951, at prices to yield about 5.45% 
990,000 Niagara, Lockport & Ontario Power "Co. 6% Bonds, 
due February 1, 1958, at 93 and interest, yielding 
about 6%%. 
1,300,000 One - tate Telephone Co, 7% Notes, due December 
922, at 98 and interest, yielding about 74%. 
3,500,000 Pact Gas & Electric Co. 5% Bonds, due January 1, 
1942, at 875% and interest, yielding about 6%. 
1,500,000 Palmolive Co. 7% Notes, due December 1, 1923, at 
a price to yield about 74%. 
$0,000,000 Pennsylvania Railroad Co. 5% Bords, due December 
1, 1968, at 99% and interest, yielding over 5%. 
2,500,000 Public Service of Northern I'linois 5% Bonds, due 
October 1, 1956, at 8734 and interest, yielding about 


5.85%. 
3,000,000 a ke Motor Trick Co. 7% Notes, due November 
1920-1923, at prices to yield 74% to 74% 
10,598,000 se Louis-San Francisco Ry. Co. 6% Bonds, due J July 


. 1928, at 96 and i.terest, yielding over 6.55 
8,600,000 St. Paul Union Depot Co. 5%4% Notes, due Decem- 
r 15, 1923, at 99 and interest, yielding nearly 


534%. 
15,000,000 ea Corporation 7% Notes, due January 1, 
921-1929, at prices to yield 7% to 74%. 
1,250,000 Pant Power & Light Co. 5% Bonds, due June 1, 
937, at 89 and interest, yielding 6%. 
1,000,000 Tororto Pailway Co. 6% Notes, due December 1, 
20, at a price to yield 7%. 
2,847,000 bas: ye & Light Co. 5% Bonds, due February 1 
4, at 89%4 and interest, yielding 5.80% 
1,003,000 Washitieten Gas-Light Co. 8% Bonds, due "Moveaties 
1, 1960, at 98% and interest, yielding about 5.08%. 
1,000,000 Washington Railway & Electric 6% Bonds, due No- 
vember 1, 1923, at 96 and interest, yielding about 


7%. 
3,000,000 West Penn Power Co. 6% Bonds, due June 1, 1958, 
at 99 and a yielding more than 6%. 
20,000,000 = & Co., T ne., 6% Bonds, due December 1, 1928, 
5 and interest, yielding about 6.79%. 
750,000 Wisconsin Central Ry. Co. 4% Bonds due July 1, 
1949, at 80% and interest, yielding 5.30%. 
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Municipal offerings include: 
500,000 Cambria County, Pa., 4%4% Bonds on Py Mage ga 
669, @u0 Charleston, S. C., 4% % % Bonds on a 4.55% basi 
350, ,000 Detroit, Mich., 442% Bonds on a 4.35% _ basis. 
800,000 Hartford, Conn., 44% Bonds on a 4.20% basis. 
267,000 Jersey City, N. J.. 4% Bonds on a 4.45% basis. 
250, 000 Port of Astoria, Ore., 5% Bonds on “ T gies basis. 
500, 000 Lorto Rico 4% Reg. Bonds on a 4% bai 

6% Bonds on a 


401,250 San bgt Reclamation Dist., Cal., 
250,000 State of jena 4% Bonds on a 4.30% basis. 
350, 000 Tulsa County, Okla., 4% Bonds on a 4.7C% basis. 


400, 000 Waterbury, Conn., 4 %% Bonds on a 4.26% basis. 
280,000 Wyandotte, Mich., 5% Bonds on a 4.60% basis. 


Revenues and Loans. 


The Senate has passed the new revenue bill, 
with taxes calculated to yield about $5,090,000,- 
000. The amendments upon the measure as it 
passed the house are so numerous and radical 
that it is thought considerable delay will occur 
in getting the houses together. The bill will 
increase income and profits levies very much 
above the present ones, but will remove a por- 
tion of the very moderate consumption taxes 





the masses at the expense of the rich, but the 
real effect is to reduce the amount of capital 
ihat would otherwise be available for the support 
of enterprise and the employment of labor. 
There is a moderate middle course, and with a 
strong probability that the costs of living will 
fall during the coming year, the present con- 
sumption taxes might easily have been continued 
to help provide the money which the Treasury 
must have to continue the policy of assisting 
foreign governments to buy largely in this mar- 
ket. Every class of people is interested in hav- 
ing these purchases continued. 

The opinion is growing that the Fifth Liberty 
Loan will have to offer a higher interest rate to 
be taken readily, now that the war appeal has 
largely lost its force. 

The uneconomic workings of a high tax upon 
profits have been well demonstrated. After a 
business concern has reached the point where 
80 per cent of its additional profits will go to the 


now in force. This is supposed to be favoring Treasury, there is a marked indifference to econ- 





STATEMENT OF RESOURCES AND LIABILITIES OF EACH OF THE TWELVE FEDERAL 
RESERVE BANKS AT THE CLOSE OF BUSINESS DECEMBER 27 1918. 
(In Thousands of Dollars) 


Phila. | Clev’d | Rich’d | Atlanta 





St. Louis|/M’npl!’s| Kas.City | Dallas | S.Fr’sco 


Total 





RESOURCES __|Boston| N.Y. 


Gold in vaults and in 
transit 3,187 | 256,404 577 
Gold Settlement Fund 42,635 | 12,440 | 32,855 
Gold with foreign agencies 408 2.011 408 
Total gold held by banks} 46,230 | 270,855 57,834 31,526 | 25,735 | 34,454 9,537 


Gold beng Federal Reserve 
60.160 | 294,894 | 100.918 | 138.669 | 64.990 ‘ 63,771 | 56,112 | 54,549 | 22.391 
Gold Redemption Fund.. ‘ 7.900 | 1.002} 5395) 6 : 3.398 | 4,678 | 3,597 | 2.195 


‘Total gold reserves. 142,658 | 197,505 | 88,020 418,172 | 98,695 | 86,525 | 92,600 | 34,123 | 159,919 
i tender notes, Silver, 

; 898} 1.074| 214 1.670 2.197 119 140 5 459 

143,556 | 198,579 | 88,234 419,842 | 100,892 | 86,644 | 92,740 160,378 

a ig | aes wees | some | tag) mag | me) Sous | ge 

Billsboughtin open mark’t 15.944 | 69.323 | 3248 | 39.276 75,068 7,824 | 20,078 | 14.403 38.489 

57,776 


303 673 
Total bills on hand.. 183,912 | 167,421 | 87,977 235,860 | 73.401 70,801 118,664 |b2,006,611 
U.S. Governm’t long-term 


securities. ’ 1,385 | 1,085 | 1,234 4,509 1,153 123 8,867 3,461 28,869 
U.S. Governin tabart-totee 
10,034 | 11,681 | 4,784 15,612 6,568 5,163 4,396 4,726 = 





13.043 | 2.334 990 | 23,351 4,296 8,299 145 5,718 | 12,021 337,365 
44,266 | 15,097 26,997 | 17,203 | 34,018 3,615 | 25,674 374,758 
525 204 233 233 291 204 321 5.829 





33,840 17,635 38,016 


120,126 
1777 


717,952 


1,288,309 
84.013 


2,090,274 
55.945 
2,146,219 











Total Rese’ 
Bills disctd : neal +" Govt. 
war obligation: 


66 228 
16,646 
5.103 





securities. 
All other earning assets... 
Total Earning Assets 195,331 | 180,187 | 93,995 255,981 63,062 126,851 | 2,318.170 
Uncollected Items ‘deduct . ‘ 
from = press re mean 86,793 | 58,640 | 57,774 73,055 16,988 53,838 759,608 
‘ed 
oe 270| 1,646 |] 450} 516; 311| 285 828 286 236 566 282 5,988 
All other resources........ : 1.811 766 | 1.370 766} 1 556 207 d 1,834 22,005 
TOTAL RESOURCES... 427,941 | 438,688 | 241,684 | 202.912 | 243.867 | 167,137 343,183 |_ 5,251,990 
LIABILITIES 
Capital Paid in.......... al 7,562 | 9,055 | 4,061 | 3,190 ; 3,800 2,931 ; . 4,633 80,681 
Surplus 7 64 116 40 216 38 1,134 
Government Deposits... . 5,021 290 | 4,438 | 2,960 4,660 3,432 , 2,116 7,349 63,367 
Due to members~-reserve 
account. “a 682.887 | 92.955 52,560 57.083 | 48.487 32,7€7 
45,440 49,194 8,978 15,038 





81,122 











Collection Items 76,991 36,061 ts ond 
Other deposits ineld* i For. J 5 


Government 79 39 1,504 171 16 2,606 106,992 
Tota! Gross De: 934,598 | 174,967 | 160,669 | 93,059 | 69,306 | 281,344 111,108 | 60,913 | 104,412 49,921 | 117,177 2,312,500 


ith 
F. R. .wotes in actual circu- 
ation 736,552 | 233,481 | 255,486 | 138,118 | 122,764| 433,775 | 120,722 | 97,361 | 112,510 | 59,578 | 211,692 |a2,685,244 
F. R. Bank Notes in cireu- 
32.725 8578} 9,382} 3.879] 5,753 | 17,524 6,128 4,140 | 11,404 5,539 6,242 117,122 
3.439 55,309 


1,587,318 
554,823 





lation, net liability. 5.828 ’ 
3.934 | 20,202 3,353 | 4,096 | 2,451 1,859 7.129 2.109 1,754 3.175 1,808 


All other Liabilities....... 

TOTAL LIABILITIFS. ....| 334.756 | 1,745.546 | 427 941 | 438.688 | 241.684 | 202.912 | 751.116 | 243.867 | 167.137! 235.160 | 120.000 
fe) ; Beal Bocorze notes te eee SAS oe tot 

s discounted an u, vernment short term securities; municipal warran’ te.: 1—15 days 1,430 16—30 d. 341 

31-60 days 272 391; 61 % days 114.536; over 90 days 130,261. Total 2.289. % — 8 wets witeoaaion 


pon of gold reservex to net deposit and Federal Reserve note liabilities combined 59.7%. Ratio of total reserves to net deposit 
Federal Reserve note liabilities combined 61.8%. 












































343,183 | 5,251,990 
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omy in expenditures and a corresponding disin- 
clination to risk any capital sum in new ventures. 
Selling to establish losses was a familiar feature 
of the stock and bond markets in the last week 
of the year, but was also practiced to some ex- 
tent in merchandise. For example, a manufac- 
turer who came to the end of the year with a 
large stock of a high-priced material on hand, 
which seemed likely to decline in value consid- 
ered it to his advantage to dump it at a sacrifice, 
and take the loss this year while the Treasury 
would bear four-fifths of it. Advertising houses 
have had a good argument in favor of heavy 
expenditures for publicity, for if 80 per cent. 
of the profits are going to the Treasury, why 
not spend liberally for the benefit of future busi- 
ness and charge to operating expenses? There 
are many ways of defeating the government’s 
purpose, and the longer the tax is maintained 
the more disposition there is to employ them. 
Mankind is much the same everywhere in this 
respect as witness the following extracts from 
the annual address of Lord Inchcape, Chairman 
of the Peninsular and Oriental Steam Navigation 
Company, one of the great British shipping lines 
at the annual meeting of stockholders of that 
company. He said: 


“If Great Britain is to recover commercially, it must 
get rid of the excess profit duty. There is no greater 
deadweight on enterprise, initiative, and industry than 
this tax. We all bowed to it when it was introduced, 
we loyally accepted the increases, but those of us who 
are engaged in business realize that its operation is vicious 
in the extreme. Human nature being what it is, the 
impost leads to indifference and to extravagance, not only 
on the part of principals, but on the part of staff. It is 
no uncommon thing for an application for an increase of 
salary to be supported by the plea that, after all, the Gov- 
ernment—that is, the taxpayer—will pay 87% per cent., 
while ventures or developments which would be seriously 
eonsidered are brushed aside, for the reason that if they 
turn out well the Government will take the lion’s share, 
and if they turn out badly the entire loss falls on the 
adventurer. The tax also completely age any man 
starting in business for himself, as all he will be allowed 
to keep out of his profits is a moderate rate of interest 
on his capital, plus a mere fraction of his profits, if he 
makes any. Ladies and gentlemen, this is not good enough 
for the risk.” 


Banking Conditions. 





The money market has had an easier feeling 
during the past month, and rates have worked 
lower, although the actual change in the demand 
for money and condition of the banks is small. 
The figures for the total earning assets of the 
reserve banks on December 27 were $2,318,170,- 
000, as against the record figures, $2,370,019,000 
on December 6, and the total loans and invest- 
ments of member banks (other than loans on 
government securities), were $10,226,132,000, as 
against $10,657,690,000, the record, on Novem- 
ber 1. The interest rate on first class time 
loans is down from 6 per cent to 5%, and call 
loans were as low as 4 per cent during the 
month but firmed up in the holidays to 6. 

The future of the money market depends upon 
the activity of general business. The demand 
for money increased steadily during the war, 
owing to the insistent and practically unlimited 


demands of the government and the constant 
increase in wages and prices. With the war 
over the government’s needs for ready money 
although temporarily greater will decline and 
as business slackens and wages and prices 
decline less credit will be required. The move- 
ment has not gone far enough as yet to make 
much showing in the totals. 

Up to and including December 27, the disburse- 
ments of the Treasury from and including July 
Ist, exclusive of payments on the public debt, 
aggregated $10,402,082,328, and seemed likely to 
reach $11,000,000,000 for the full six months, or 
at the enormous rate of about $22,000,000,000 
per year. Included in this wére loans to foreign 
governments to the amount of $2,047,986,697. 
For the full month of December, disbursements 
were about $2,100,000,000. 

A notable feature of the last month has been 
the heavy gain of savings bank deposits. In the 
savings banks of New York City largely patron- 
ized by the foreign born element this has been 
from five to ten per cent, with abundant evi- 
dence that hoarding had been practiced since the 
entrance of this country into the war. In some 
instances the money came back in the original 
straps in which it had been withdrawn, 


Discount Rates. 





Discount rates of each Federat Reserve Bank approved by 
the Federal Reserve Board up to December 31, 1918. 





MATURITIES. 
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1 Rate of 3to 444 per cent for 1-day discounts in connection with 
the loan operations of thc Government. Kates for discounted 
bankers’ acceptances maturing within 15 days. 4 per cent; within 
16 to 60 days, 44 per cent; and within 61 to 90 days, 4} per cent. 

*Rate of 4 per cent on paper secured by fourth Liberty loan 
bonds where paper rediscounted his been taken by discounting 
member banks at rate not exceeding interest rate on bonds. 

3 Rate for trade acceptances maturing within 15 days, 4% per cont. 


‘ Note 1. Aamratnnmne purchased in open market, minimum rate 
per cen 

Note 2.—Rates for commodity paper have been merged with 
those for commercial paper of corresponding maturities. 

Note 3.—In case the 60-day tradc acceptance rate is higher than 
the 15-day discount rate. trade acceptances maturing within 15 days 
will be taken at the lower rate. 

Note 4.—Whenever application is made by member banks for 
renewal of 15-day paper, the Federal Reserve banks may charge a 
rate not exceeding that for 90-day paper of the same class. 
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: ‘City Bank Service.” 








JANUARY 
INVESTMENTS 


U. S. GOVERNMENT BONDS 
FOREIGN GOVERNMENT BONDS 
STATE AND MUNICIPAL BONDS 
RAILROAD BONDS 

PUBLIC UTILITY BONDS 
INDUSTRIAL BONDS 


Our January list contains seventy high-grade issues 
representing every class of desirable investment. 
Yields range from 2% to more than 7%. 


Ask for Circular B-72 








The National City Company 


National City: Bank Building, New York 
Uptown Office: Fifth Avenue and Forty-third Street 


Azany, N. Y. CORRESPONDENT OFFICES Provipence, R. I. 
Ten Eyck, Bldg. Industria] Trust Bldg. 
Atianta, Ga. Dayton, Onto Minweapouts, Minn. RicnMonp, Va; 
Trust Co. of Georgia Bldg. Mutual Home Bldg McKnight Bidg. Mutual Bldg. 
Battimo Mb. Denver, Coto. Newark, N. J. San Francisco, Cat. 
Munsey Bldg. 718-17th St. 790 Broad St. 424 California St. 
Boston, Mass. Derroit, Mica. New Orueans, La. Seatriz, Wasa. 
10 State St. 147 Griswold St. 301 Baronne St. Hoge Bldg. 
Rurrato, N. Y. Hartrorp, Conn. Puirapetrnia, Pa. SprincrigLp, Mass. 
Marine Bank Bldg. Conn. Mutual Bidg. 1421 Chestnut St. 3rd Natl. Bank Bidg. 
Cuicaco, It. TNDIANAPOLIS, IND. PittspurcH, Pa. St. Lovis, Mo. 
137 So. La Salle St. Fletcher Sav. & Tr. Bldg. Farmers’ Bank Bidg. Bank of Commerce Bldg. 
Cincinnati, Onto Kansas City, Mo, Portianb, Me. Wasuiveton, D. C, 
Fourth Natl. Bank Bidg. Republic Bidg. 396 Congress St. 741-15th St. N. W. 
CLevetann, On10 Los Ance.es, CAL. Portiano, Org. Witckes-Barrg, Pa. 
Guardian Bidg. 507 So. Spring St. Railway Exchange Bldg. Miners’ Bank Bldg. 
Lonpon, EnG., 36, Bishopsgate, E. C. 2 






























